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SUBJECT: MIXED CREDITS 

REE: (A) STATE 75697 AND (B) TOKYO 7276 

1 . REETEL B REPORT ON USE OF MIXED CREDITS EXTENDED BY 
JAPANSES GOVERNMENT IN 1976 AND 1977 AND CURRENTLY UNDER 
CONSIDERATION EOR PROJECT IN COLOMBIA CAME AS UNPLEASANT 
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SURPRISE IN LIGHT OF OUR UNDERSTANDING, BASED ON STATE- 
MENTS BY JAPANESE OFFICIALS IN WASHINGTON AND ELSEWHERE, 
THAT GOJ HAS NOT EXTENDED MIXED CREDITS SINCE CONSENSUS 
CAME INTO EFFECT ON JULY 1, 1976. 

2. EVEN THOUGH MIXED CREDIT EINANCING USED ONLY ON 
OCCASIONAL BASIS AND GOJ PLANS ONLY TO CONTINUE ITS USE ON 
AN OCCASIONAL BASIS, THIS TYPE OF FINANCING CREATES 
SERIOUS PROBLEMS EOR USG AND OTHER GOVERNMENTS BECAUSE IT 
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DEPRIVES THEIR EXPORTERS OE OPPORTUNITY EOR SALES ON NORMAL 
COMMERCIAL BASIS AND CREATES PRESSURE EOR EMULATION. USG 
INTENDS TO PRESS STRONGLY EOR INTERNATIONAL AGREEMENT TO 
PROHIBIT MIXED CREDIT EINANCING AND HAD HOPED THAT GOJ 
WOULD SUPPORT THAT EFEORT. IT MAKES VERY LITTLE SENSE FOR 
GOJ TO AGREE TO UNTIE AID AND, AT THE SAME TIME, PROVIDE 
MIXED CREDITS. 

3. EMBASSY IS REQUESTED TO MAKE REPRESENTATIONS AT 
APPROPRIATE LEVELS OE GOJ TO EMPHASIZE THAT USE OE MIXED 
CREDIT FINANCING, EVEN ON OCCASIONAL BASIS, CONSTITUTES 

AN UNDERSIRABLE PRACTICE WHICH CAN EORCE OTHER GOVERNMENTS 
TO ADOPT SIMILAR PROGRAMS TO THE DETRIMENT OE BOTH 
DEVELOPED AND DEVELOPING COUNTRIES. SERIOUS CONCERNS 
ABOUT THE USE OF MIXED CREDIT EINANCING BY OTHER GOVERN- 
MENTS WERE EXPRESSED DURING THE RECENT EXPORT-IMPORT BANK 
ACT HEARINGS IN THE HOUSE AND THE SENATE. THIS ISSUE IS 
NOW BEING CONSIDERED BY THE NATIONAL ADVISORY COUNCIL (NAC) 
BUT THE CONGRESS HAS BEEN ADVISED THAT, EOR THE TIME BEING, 

THE EXIMBANK WOULD ACT ON A CASE-BY-CASE BASIS TO MATCH 
SUCH CREDITS. 

4. THE EMBASSY SHOULD EXPRESS THE STRONG HOPE THAT THE 
GOJ DOES NOT MIX AID AND COMMERCIAL CREDITS IN THE 
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COLOMBIAN PROJECT MENTIONED REE B OR PROVIDE MIXED CREDIT 
TO ANY OTHER COUNTRY. EURTHER, EMBASSY SHOULD NOTE THAT 
WE WOULD CONSIDER SUCH ACTION AS CONTRARY TO THE SPIRIT, 

IP NOT THE LETTER, OF RECENT GOJ UNDERTAKINGS TO REDUCE 
ITS CURRENT ACCOUNT SURPLUS. 

5. PLEASE REPORT SOONEST ON GOJ REACTION AND RESPONSE 
TO THIS DEMARCHE. VANCE 
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